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I INTRODUCTION AND PURPOSE

On August 4, 1992, the County Council adopted Resolution No. 12-801 which
established the Silver Spring Retail Redevelopment Urban Renewal Project Plan that set out
the County’s policies and objectives for the redevelopment of the core of downtown Silver
Spring. This Plan was written to accommodate only the proposed Silver Triangle Shopping
Center, a two department store anchored mall, as the project for the redevelopment of the
retail portion of the Urban Renewal Area. The Urban Renewal Plan relied on the Silver
Spring Central Business District (CBD) Sector Plan (the Sector Plan), which was nearing
completion, for the specific development requirements. Early in 1995, the County and the
developer of the proposed shopping center mutually terminated their agreement because the
necessary commitments from two department stores could not be obtained.

A.  Public Policy Objectives of the Amended Urban Renewal Plan

The Silver Spring Urban Renewal Plan had to be amended and updated to
allow the option for several development concepts to be used in the redevelopment of
the Urban Renewal Area. The primary objectives in amending the plan are to provide:

e A Comprehensive Approach to the Revitalization of Downtown — by making
the redevelopment of the core of downtown part of a comprehensive revitalization
strategy for all of downtown.

e More Flexibility — to allow for creative development proposals that are market
driven and responsive to the community.

e An Expedited Development Process — that can accelerate the timely
revitalization of downtown while preserving and enhancing the community’s

quality of life.
1. The Goals of Urban Renewal

Urban Renewal allows the County to use additional legal and economic
development tools to accomplish its redevelopment objectives in designated
areas of the County. Redevelopment of the core of downtown Silver Spring is
a key element of the County’s comprehensive revitalization strategy for all of
downtown Silver Spring. The goals of Urban Renewal are to:

. reverse the decline in productivity of downtown commercial
properties and businesses;

. eliminate blighted areas in the core of downtown Silver Spring;
and

. strengthen the economic vitality of the Central Business

District.



In addition, the use of Urban Renewal in downtown would help the
County achieve the vision and goals of the Silver Spring Central Business
District (CBD) Sector Plan.

2. Eastern Montgomery County’s Downtown

“...Silver Spring should be a regional magnet, not the type of
‘downtown’ which exists in Takoma Park, Kensington, or other suburban town
centers in the County. All of the recommendations in this [Sector] Plan are
directed toward achieving four basic goals for the Central Business District:
promote retail development;
provide for new housing opportunities;
maximize transit opportunities; and
protect existing neighborhoods.

Attaining these goals will make Silver Spring an interesting,
stimulating, and active place to live and work. In short, Silver Spring will be
Eastern Montgomery County’s Downtown.” From the Silver Spring Central
Business District Sector Plan, adopted in April, 1993.

3. Consistency with State Policies

Montgomery County’s effort to redevelop the heart of Silver Spring is
responsive to the recent policy initiative of Maryland Governor Parris
Glendening. He wants the State to encourage and focus development efforts in
established areas and promote the use of existing infrastructure and
neighborhood services such as libraries, fire and police stations.

The Urban Renewal Plan is consistent with the Maryland Economic
Development, Resource Protection, and Planning Act of 1992 by:

. concentrating infill development in an urban setting adjacent to
the highest volume Transit Center in the State;

. locating redevelopment in an urban setting which discourages
sprawl and helps preserve rural lands and open spaces;

. redeveloping in an urban setting which does not increase
impervious surfaces helping to protect the Chesapeake Bay;

. increasing the use of existing public improvements and

infrastructure which conserves resources by minimizing the
need to build new facilities in undeveloped areas; and

. implementing the Urban Renewal Plan thus encouraging new
economic growth in a commercial area that has experienced
decline.



4. Goals and Development Objectives of the Urban Renewal Plan

While the Urban Renewal Plan provides guidance on land use and
development, it must allow for the flexibility necessary for redeveloping the
area in response to the market. The specific objectives to be achieved by
redevelopment projects in the Urban Renewal Area will be the basis for all the
development and design guidelines in this Plan and all redevelopment projects
must be consistent with these objectives. The Urban Renewal Plan provides
economic development tools to use in an area that has a demonstrated need for
special assistance to encourage redevelopment.

a.

Downtown Silver Spring must be a destination for
comparison shopping, services, employment, entertainment,
recreation and cultural activities.

(1)  Provide a rich and exciting diversity of uses in the core
area by creating a mix of retail, entertainment, hotel,
recreation, residential, office, and public use space.

(2)  Provide uses that draw people seven days a week during
the day and evening hours.

(3)  Build on the assets of the community, including its

- economic and ethnic diversity.

Make downtown a convenient, safe and attractive place to

live and work.

(1)  Demonstrate high quality in design, materials, and uses
in all development projects.

(2)  Provide for a variety of amenities, public use areas, open
spaces and services to satisfy the needs of both the local
community and visitors/employees in downtown.

3) Create human scale design at the street level of all new
development projects.

(4)  Foster active street life by promoting pedestrian
movement on public sidewalks.

Preserve the surrounding residential neighborhoods.

(1)  Provide appropriate buffering and transitions to
surrounding neighborhoods.

(2)  Deter cut-through traffic and spill-over parking in the
surrounding neighborhoods.
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Strengthen the role of downtown Silver Spring as a center of
commerce and employment.

)
@
3)

@
©)

Redevelopment in the Urban Renewal Area should
complement other commercial areas in downtown.
Provide a variety of amenities and services to support
businesses in the CBD.

Enhance the image of downtown Silver Spring as a safe,
accessible, attractive, and prosperous location for
business.

Provide opportunities for local businesses in the
redevelopment projects.

Expand the tax base of the Silver Spring Urban District
and Parking Lot District.

Minimize public risks and costs in the implementation of the
Urban Renewal Plan.

(6)

M

®

®

Maximize the return on the public investment in the
Urban Renewal Area by requiring any proposed project
to be part of a comprehensive redevelopment approach
to the Urban Renewal Area.

Redevelopment projects should attract markets that will
inject “new” dollars into the downtown economy and

. generate “new” tax revenues for Montgomery County

and the State of Maryland.

Demonstrate market interest and the economic viability
of development projects through requirements for pre-
leasing.

Ensure the financial reliability of development through
pledges of private equity and appropriate levels of
private financial commitment as projects proceed
through the development process.

Optimize the use of public facilities and preserve the public
investment in the infrastructure in downtown Silver Spring.

(10)
Q)]
(12)

(13)

Ensure there is an appropriate balance between potential
new development and the capacity of the road network.
Concentrate high density uses around the Silver Spring
Transit Center.

Provide for enhanced links between the development
projects in the Urban Renewal Area and the Transit
Center.

Enhance the pedestrian environment in the Urban
Renewal Projects to encourage pedestrians to walk
between the surrounding neighborhoods and the Transit
Center. '
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(14

Provide sufficient parking to bolster the economic
success of the redevelopment projects while encouraging
the use of existing parking facilities and transit services'
in the CBD.

Recognize preservation of historic sites as an integral and
positive part of the redevelopment of downtown while
appropriately balancing the integration or adaptive reuse of
these sites into the redevelopment projects.

0]

2

3)

The reuse of historic sites should ensure that the
building will be appropriately preserved and maintained
over the long-term by giving the building a viable
function.

Adaptive reuse of a historic building or new construction
around an historic site should be accomplished in a
manner that is sensitive to, and preserves, the features
which contribute to its significance.

Significant changes to the setting or location of historic
buildings should be made only after balancing the
impact on the historic building with the economic
necessity to the redevelopment project and its
contribution to achieving the goals of the Urban

. Renewal Plan and the Sector Plan.
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B. Relationship to the Silver Spring CBD Sector Plan

The Urban Renewal Area is located within the Core and Cedar Street districts,
as defined by the Approved and Adopted Silver Spring Central Business District
Sector Plan. (See Figure I-1) The Urban Renewal Plan complements the Sector Plan
by providing land use recommendations and design guidelines that foster and promote
the orderly development, redevelopment and rehabilitation of property within the
Urban Renewal Area. The Urban Renewal Plan sets forth the development criteria for
project plans, subdivision plans, and site plans that the Planning Board would need for
a finding of conformance with this Plan.

The Urban Renewal Plan confirms the goals of the Silver Spring Sector Plan
and further provides strategies to accomplish those goals. It refers to the Sector Plan
on such subjects as transportation, historic preservation, and streetscaping. The Plan
describes a development envelope and provides design criteria to guide development
within the Urban Renewal Area. Proposed text amendments to the Zoning Ordinance
will require conformance to these guidelines for all development within the Urban
Renewal Area. The Urban Renewal Plan, therefore, is the primary public policy
document guiding the redevelopment and future use of the Urban Renewal Area.

The Urban Renewal Plan incorporates in whole or in part, by reference, the
requirements of the Annual Growth Policy, Capital Improvements Plan, General Plan,
Local Area Transportation Review Standards, Master Plan for Historic Preservation,
Streetscaping Plan, Traffic Management Program, and the Zoning Ordinance.
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C. The Expanded Urban Renewal Area Boundary

On April 28, 1992, by Resolution No. 12-634, the County Council declared a '
portion of downtown Silver Spring as blighted under the County Urban Renewal law
and designated the area as the Silver Spring Retail Redevelopment Project. This 29.7
acre area was configured to accommodate the proposed Silver Triangle Shopping
Center and Office projects.

1. The Expanded Urban Renewal Area

The County Council has made a finding of blight in the expanded
Urban Renewal Area based on the documentation of the conditions in the
Urban Renewal Area. A list of all the properties included in the expanded
Urban Renewal Area is attached to this Plan as Appendix A.

Figure I-2 shows two areas on the legend:

a.

The solid line indicates the Urban Renewal Area established by
County Council Resolution No. 12-634 adopted on April 28,
1992. This area was divided into two parts in the Urban
Renewal Plan established by County Council Resolution No.
12-801 adopted on August 4, 1992. Part I is the area that was
proposed for the retail shopping center project east of Georgia
Avenue and Part II is the site of the proposed office project west
of Georgia Avenue. All but four parcels in Part I have been
acquired by the County through the Silver Spring
Redevelopment Office. Substantially all of the land in Part II is
owned by Triangle MLP Limited Partnership.

The dashed line indicates the expanded area for potential
redevelopment. This expanded Urban Renewal Area adds
approximately 10 acres to Part I for a total of about 24 acres
with the additional properties.

2. Properties Included in the Expanded Urban Renewal Area

The Urban Renewal Area is being expanded for several reasons specific
to each of the properties being included. The expansion will provide more
flexibility for the design of the redevelopment project(s) and will permit
proposals to be more responsive to the market on an expanded site to
accommodate larger retail stores.
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Expanding the Urban Renewal Area should reduce the pressure to
relocate the Armory. The Armory cuts into the heart of the Urban Renewal
Area making it more difficult to accommodate the larger footprint uses. The -
Armory also separates Lot 19, owned by the County’s Parking Lot District,
from the rest of the site west of Fenton Street, leaving a redevelopment parcel
that may be difficult to develop considering the need to set back from St.
Michael’s Church and the building massing limitations necessary on that side
of the project.

a. Enhanced Utilization of Publicly Owned Parking Facilities -

The County owns the majority of the additional property
in the expanded Urban Renewal Area. (see Figure I-3.) Adding
Parking Lots 1 and 1A located east of Fenton Street and north of
Pershing Drive creates the potential for a larger, more
developable site on that side of Fenton Street. The
redevelopment of this area would allow for enhanced utilization
of publicly owned property with mixed-use or residential
development.

It may not be necessary to include Parking Lots 1 and
1A in a redevelopment project, but it does give more options
and flexibility for the potential redevelopment of this area. If
this parking structure is included in a redevelopment project, the
parking would need to be replaced, creating an opportunity to
construct a facility that is designed to accommodate the uses of
the project. Extending the Urban Renewal Area to Cedar Street
will require special consideration of the appropriate land uses
and design guidelines to assure that the redevelopment is
compatible with the residential neighborhood to the east of
Cedar Street.

b. City Place

City Place is a value oriented multi-level shopping mall
located at the intersection of Fenton Street and Colesville Road.
It is the only parcel in the blocks bounded by Colesville Road,
Fenton Street, Wayne Avenue, and Georgia Avenue that was
not included in the Urban Renewal Area designated by the
County Council in April, 1992. City Place was originally
developed under the assumption that a major retail project
would be developed adjacent to it. In fact, the building was
designed to allow for a physical connection between City Place
and the adjacent retail project. The retail oriented mixed-use
project should be designed to complement City Place so,
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together the two projects can create a critical mass or synergy
that could more effectively recapture the retail market for
downtown.

The owners of City Place have requested to be included
in the Urban Renewal Area. City Place is not blighted and its
inclusion in the Urban Renewal Area does not indicate that the
County is labeling it as blighted. While there is no intention in
this Plan for the County to acquire City Place, including it in
the URA could help the County to facilitate the coordination
and close relationship between the redevelopment project and
City Place

Buildings at the Corner of Fenton Street and Pershing Drive

There are two private properties at the corner of Fenton
Street and Pershing Drive that are being added to the URA by
this amendment. The Citizens Savings Bank headquarters was
moved to Gaithersburg several years ago, maintaining a branch
bank at the Fenton Street location. This three-story building is
for sale. While the building needs to be renovated and updated
to meet ADA requirements for handicapped access and current
office space standards, the building is in fair condition.

The Hewitt Building adjacent to the north of the Citizens
Savings Bank building is a two story structure that is occupied
on the first floor by the County Liquor Store, two other small
retail businesses and a meeting place for a religious
organization. This building is in poor condition.

These two properties are in the middle of the Urban
Renewal Area and, if left in place, would make the integration
of the redevelopment project(s) very difficult. Including these
properties in the Urban Renewal Area and acquiring them
would allow greater flexibility for the redevelopment of the area
east of Fenton Street and the integration or linkage of this area
to the redevelopment project(s) on the west side of Fenton
Street. For Fenton Street to realize its role as a significant and
active street in downtown, the connection from Colesville Road
to the Fenton Street Village area south of Wayne Avenue must
be maintained and strengthened by redeveloping both sides of
the street within the Urban Renewal Area. Fenton Street is the
only street within the Urban Renewal Area that is required to
stay open and no consideration will be give to closing Fenton
Street.
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OWNERSHIP WITHIN URBAN RENEWAL AREA

FIGURE -3
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Public Rights-of-Way

The public rights-of-way within and adjacent to the
Urban Renewal Area have been included within the area’s
boundary. Including the adjacent rights-of-way in the Area will
allow any improvements to the utilities, roadways, intersections,
or streetscape on the project side of the street or on the opposite
side of the street which are located in the rights-of-way to be
included in the financing which may need to be funded through
a mechanism unique to the County’s Urban Renewal law. This
capability under Urban Renewal may be important for these
improvements to be made as a part of the redevelopment
project(s). Including the rights-of way in the Urban Renewal
Area will have no effect on the adjacent private properties that
are outside the Urban Renewal Area boundaries except to allow
for potential improvements to be made within the rights-or-way.

3. Eliminate Additional Blighted Properties

“Blighted Area shall mean an area in which a majority of buildings
have declined in productivity by reason of obsolescence, depreciation, or other
causes to an extent they no longer justify fundamental repairs and adequate
maintenance.” Chapter 56, Montgomery County Code

a.

The County Council designated the original portion of the
Urban Renewal Area as a blighted area by County Council
Resolution No. 12-634 adopted on April 28, 1992.

The bases of blight as defined in the County Code is a decline in
productivity. The decline in productivity can be demonstrated
by a decline in rents, an increase in vacancies, lower returns on
investment, decline in market value or assessed value, or a
decline in tax base.

Obsolescence and depreciation are generally defined as the loss

of property value due to:
(1)  physical obsolescence - problems due to age, wear and
tear;

(2)  functional obsolescence - problems due to design
features that do not represent current building standards,
including inadequacies and absence of desired features;
or

(3)  external obsolescence - problems due to negative
influence outside the property itself such as adverse
locational or economic factors.
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II. DEVELOPMENT TRENDS AND OPPORTUNITIES

The potential for the revitalization of downtown Silver Spring and the redevelopment
of its core is a function of internal and external conditions and dynamics from the local —
downtown — to the regional level. It is important to identify these conditions and dynamics
and try to understand how they impact on downtown and its future.

A. Economic and Physical Conditions of Downtown Silver Spring

Downtown Silver Spring is the largest and oldest Central Business District
(CBD) in Montgomery County. Founded in the mid-1840’s, Silver Spring
experienced significant growth in the late 1920’s and early 1930’s when several new
industrial and commercial enterprises clustered along Georgia Avenue and the B&O
rail line. A second wave of development occurred in the late 1930°s with the
construction in 1938 of the Silver Spring Shopping Center and Silver Theater at
Georgia Avenue and Colesville Road, and continuing into the 1940°s with the
construction of the Hecht Company building in 1946. The subsequent development of
new retail and service outlets, supported by a system of public parking lots, helped
Silver Spring become a thriving commercial center serving both the Montgomery
County suburbs and the middle and upper income areas of northwest Washington.

In the late 1960’s Silver Spring experienced a development boom that altered
its skyline permanently. High-rise office buildings, hotels, and apartment houses were
built on the fringes of the original business center. Downtown Silver Spring became a
regional employment center.

This period of prosperity was to be short-lived, however. New regional
shopping centers attracted shoppers away from Silver Spring. The Hecht Company
and J. C. Penney eventually left Silver Spring and other retailers closed their
businesses. Vacant storefronts popped up throughout downtown Silver Spring. Even
the opening of the Metro station in 1978 was not enough to stop the decline of Silver
Spring as a commercial center.

Downtown Silver Spring has benefited from a few pockets of post-1982
construction, mainly in the form of new office and residential construction near the
Metro station. There continues to be few shopping opportunities and little activity
outside of normal office hours.

1. Land Uses
The total area of the CBD is approximately 268 acres excluding roads

and rights-of-way. Downtown Silver Spring has about 6.2 million square feet
of office development and 2 million square feet of retail space. Most of the
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office space is in high-rise buildings primarily located from along Wayne
Avenue to the north with newer office buildings concentrated around the Metro
station. Retail uses, on the other hand is spread throughout a large area of the-
CBD. The lack of commercial concentration (with the exception of City Place)
in the CBD makes much of the area less pedestrian oriented. The retail activity
in the CBD is unfocused and lacks the anchor activities necessary to draw
people into much of downtown. This results in low volumes of customers or
traffic to adequately support the small retail stores scattered throughout the
CBD.

Almost all of the 5,298 housing units in the CBD are in multi-family
structures with more than 70 percent of these units in high-rise buildings.
About 20 percent of the CBD land area is dedicated to residential use. Most of
the housing stock in the CBD was constructed between 1936 and the 1960s
with only two new residential projects constructed during the past decade.
Both of these projects had some form of public financing assistance. There are
nearly 1,800 residential units approved for construction in the Silver Spring
CBD. Most of these projects have been on the drawing board for many years
but have not moved forward.

2. Transportation

a. Transit: Downtown Silver Spring is a major transportation hub
with a MARC commuter rail station, a Metrorail Red Line station and
the major Metrobus and Ride-On terminal in Montgomery County with
160 buses during the peak hour. This gives the CBD a significant non-
auto capacity that enhances accessibility to the region including a short
ride on Metro to downtown Washington. The average daily riders on
the Metro rail using the Silver Spring Transit Center is about 20,900.
An average of nearly 29,000 riders board Metro and Ride-on busses
every day in the Transit Center. This is about 50,000 average daily
trips into and out of the CBD using transit services. These riders
represent a significant volume of people passing through downtown
every day and a significant market that should be captured by
downtown businesses.

These transit resources and aggressive traffic mitigation programs
implemented by the Silver Spring Transportation System Management
District have resulted in 47 percent of commuters into the CBD using
alternative transportation modes (i.e. non-single occupancy vehicles) in
the morning peak hour, giving the downtown area the highest level of
transit use of any area in the County.
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b. Roadway Access: The primary two roadways into downtown
Silver Spring from the northern part of the County and from the
Beltway (I-495) are Georgia Avenue, which continues south into
Washington, D.C., and Colesville Road which is U.S. Route 29.
Access from the south into the CBD is via 16th Street and Georgia
Avenue from Washington, D.C. Philadelphia Avenue and Fenton
Street provide access from Takoma Park to the southeast.

Georgia Avenue and Colesville Road carry the greatest volumes
of traffic in downtown Silver Spring. The intersection of these two
roads carried a total AM peak hour traffic of 5,639 vehicles and a PM
peak hour total of 6,470 vehicles in the Fall of 1995. The additional
traffic from existing vacant space and approved, but unbuilt, projects,
along with future traffic from development in the Urban Renewal Area
is a critical part of the planning for the CBD and the redevelopment of
the downtown area. Traffic capacity on downtown streets and an
evaluation of acceptable levels of congestion for this urban center were
evaluated in the 1993 Silver Spring CBD Sector Plan. Standards for
roadways and intersections in downtown Silver Spring are established
in the County’s Annual Growth Policy.

c. Parking: Of the approximately 22,419 total parking spaces in
the Silver Spring CBD, 11,444 (51 %) are public parking spaces
provided on-street or in public facilities. 552 of these public spaces are
set aside for Metro use. All of the public parking facilities are operated
by the Silver Spring Parking Lot District. In late 1995 over half of the
public parking spaces were not being used. This under-utilization of
the public parking facilities is having a significant impact on the
revenues of the Parking Lot District, making it difficult to maintain an
adequate level of services, including maintenance and security of the
facilities.

3. Silver Spring CBD Market Conditions

An overview of the downtown Silver Spring market by real estate
product type follows:

a. Office: There is nearly 2.7 million square feet of Class A office
space in downtown Silver Spring. This is about 58 percent of all the
office space in the CBD. The vacancy rate for office space in
downtown Silver Spring has been over 25 percent for the past eight
years. As of July, 1996, vacancies were at 37 percent, the highest
vacancy rate of any significant office submarket in the Washington
region and significantly higher than the vacancy rate of 17.3 percent
Countywide.
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After the building boom of the late 1980s, the rent on the
abundant new office space came down. Tenants in older buildings
began to move up to the higher quality space for not much more rent
than they paid in the older space. The absorption of new space in
downtown Silver Spring has kept the vacancy rate for the Class A space
below single digits from 1992 to 1995 as shown in Figure II-1.

Therefore, the high office vacancy rate in downtown Silver
Spring over the past few years has been explained primarily by the high
inventory of older office buildings in the CBD. 42 percent of
downtown Silver Spring office space was built before 1982. The
vacancy rate for the pre-1982 office buildings increased substantially
from 14.7 percent in 1988 to a vacancy rate of over 38 percent two
years later. By 1993, the older office buildings had reached a vacancy
rate of 50 percent and has remained over that level ever since. About
one million square feet or 52.5 percent of the pre-1982 office space was
reported vacant in July, 1996. 714,000 square feet of this vacant space
is located in five older buildings in the CBD that are 100 percent
vacant.

Figure I1-1.

Office Vacancy Rates in Downtown
Silver Spring
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Source: Spaulding Slye Reports and M-NCPPC Research Division

The Silver Spring CBD office market had a negative absorption
rate over the last year of more than 422,000 square feet. The greatest
decline in occupied space during the year ending in July, 1996, was in
the inventory of newer office buildings, constructed since 1981. These
newer office buildings had a vacancy rate of over 25 percent last July.
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This is due to the loss of several large tenants including AT&T
(245,000 SF), Orkand Corporation (38,000 SF), the fundraising unit of
Children’s Hospital (42,000 SF), and Bell Atlantic (45,000 SF).
Several businesses made relocation decisions in the same year, and by
next year this Class A space should be reabsorbed.

The high level of negative absorption (-453,338 square feet) of
newer office space during the year ending in July, 1996, however,
could be an indication of a more pervasive image problem. The
perception of crime, homelessness, deterioration of older buildings,
limited amenities, and retail services in downtown Silver Spring has
created an image of downtown Silver Spring as a poor business
location. The comprehensive revitalization effort should be directed at
changing this image through, promotions and marketing, physical
improvements and beautification projects, and through more intensive
security efforts throughout downtown.

As the market tightens in Northern Virginia, the market should
turn to downtown Silver Spring for office space. In a December 13,
1996, article in the Montgomery Gazette several commercial brokers
made comments on the high level of activity in the Silver Spring office
market over the past few months. According to one broker, “There is
no other space of this type around the Beltway. There is no Class A
space on a Metro line where you can find 50,000 square feet of space.”

b. Retail: Downtown Silver Spring was the dominant retail center
in Montgomery County from the late 1930s until the 1960s. As newer
shopping centers developed further out in the suburbs, downtown Silver
Spring’s share of the market began to decline. The growth in retail
sales volume (in ‘95 dollars adjusted for changing price levels) slowed
significantly from 1963 to 1972 rising by only 13 percent in downtown
Silver Spring, much lower than the 90 percent increase in sales volume
in Montgomery County and 64 percent growth in the region.

The volume of retail sales (adjusted to 1995 dollars) has
declined dramatically in downtown Silver Spring from 1972 to 1995.
Sales fell by 34 percent in real dollars from 1972 to 1977 and then
continued to decline, showing a 40 percent drop from 1977 to 1995.
Overall adjusted retail sales volume fell by 24 percent in the Silver
Spring CBD during the 13-year period from 1982 to 1995, compared to
a 43 percent increase in sales volume countywide and a 61 percent
increase for the region (Washington Metropolitan Statistical Area).
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While sales volume declined over the past several years, the
number of retail businesses in downtown has increased. In 1972 there
were 219 retail establishments in the area. In 1995 there were an
estimated 270 retail businesses. This would indicate that the average
volume of sales for the retail businesses in downtown Silver Spring has
dramatically decreased. Many of these businesses are operating on a
very thin profit margin and find it difficult to survive when the business
cycle is slow or when regional economic difficulties, such as the
closure of the Federal Government and the extreme weather last winter,
create an economic downturn in the region’s economy.

Retail uses in downtown Silver Spring span a wide spectrum of
quality and design. The largest retail project in the CBD is City Place
Mall on Colesville road at Fenton Street. This new construction and
adaptive reuse of the former Hecht Company department store opened
in 1992 as a five-level, enclosed mall anchored by Nordstrom’s Rack,
Marshalls and Ross Dress for Less stores. In addition, a Burlington
Coat Factory outlet is scheduled to open in March, 1997. City Place
also has numerous small stores, a food court, and a 10-screen movie
theater for a total of more than 325,000 square feet of leasable area.
City Place continues to have a high vacancy rate after being open more
than four years.

The tenant mix of City Place is primarily off-price and value
oriented retail stores. The project was designed to physically connect
with a larger retail project proposed to be developed in the same block.
Although City Place offers new retail opportunities, it is unlikely that
City Place alone will be enough to reverse the decline of retail in the
CBD. In fact, the likelihood of City Place thriving is reduced by the
lack of surrounding redevelopment to support it.

Caldor, a major discount department store, has recently opened
anew 133,000 square foot store in south Silver Spring. Other major
retail activities in downtown include two major grocery stores and
some strip retail development. Most of the remaining retail space in the
CBD is comprised of small-to-medium sized stores and restaurants
which serve the area’s office tenants and nearby residents. This retail
space is scattered through the CBD, located on the first floor of office
and residential buildings or in older one and two story buildings facing
the streets around the CBD.

A 1993 retail inventory by the Montgomery County Department

of Economic Development indicated a 30 percent vacancy rate for retail
space in downtown. Some of this space was in the buildings to be

II- 6



purchased by the County in the Urban Renewal Area. Much of the
vacant space could also be considered as functionally or physically
obsolete. However, there is considerable vacant retail space in the first
floor of several downtown office buildings

c. Hotels: There are five hotels in the general vacinity of
downtown Silver Spring. These hotels, built between 1955 and 1989,
have a total of 896 rooms. In a report, Hotel Impact Analysis,
completed by Basile Baumann Prost & Associates, Inc. in December,
1995, the average annual occupancy rate was reported at 62.6 percent
and the average daily room rate was approximately $64.40 in the Silver
Spring hotels. While no new hotel development has occurred in
downtown in the last seven years. There has recently been an extensive
renovation of the Holiday Inn Hotel on Georgia Avenue that was a $5
million reinvestment in this facility.

The largest segment of the business for these hotels (44 percent)
was from commercial travelers doing business with existing civilian
and government employment centers in Silver Spring. Another 36
percent of the room occupancy is from transient or leisure business,
while the remaining 20 percent is from overnight stays for group
meetings and related functions. There is “leakage” from the Silver
Spring market place to other area hotels, particularly in Bethesda.
However, this “leakage” factor would be inadequate demand, assuming
it could be recaptured, to support a new hotel in the CBD. There is a
need for medium to large meeting space in downtown which is an
important amenity for office uses. It would also be of use to the
community for social functions.

There are currently no hotel demand generators in downtown
Silver Spring. There are an estimated 18.5 million visitors annually to
the Washington, D.C. area creating a significant regional demand for
hotel rooms. A new hotel in downtown Silver Spring would need to
be associated with a project that could capture a segment of this
regional demand for hotel rooms. Such a project would have to include
attractions that could draw from the large tourist market already coming
into the Washington area, estimated at 12.4 to 13.5 million pleasure
visitors annually.

d. Industrial: Over 400,000 square feet of industrial space is
located within the CBD. Major facilities include the Giant Food
Bakery on the north side of Jesup Blair Drive and the Canada Dry
bottling plant on East-West Highway. Most of the remaining industrial
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Table II-1.

space represents small to medium sized warehouses and auto repair
facilities. The Silver Spring CBD Sector Plan recommended
conversion of some of the industrial enclaves around Ripley Street and
along East-West Highway just off Georgia Avenue to residential or
mixed-use developments.

e. Housing in Downtown Silver Spring: There are 5,298
residential units in downtown Silver Spring. About 96 percent (5,063
units) of these residences are in high-rise and mid-rise buildings. The
Montgomery County Department of Housing and Community Affairs
surveyed all County apartment buildings with 25 units or more in April,
1996. Based on this data, the vacancy rate for housing in the Silver
Spring CBD is only 2.6 percent compared to a 3.9 percent vacancy rate
for the Silver Spring- Takoma Park market area and a 4.4 percent
countywide vacancy rate. This would indicate that demand for housing
in downtown Silver Spring is strong.

Rents for housing units are a function of several factors
including: age of building, size (number of bedrooms) of unit, location,
amenities, etc. On an aggregate level, the rents (see Table II-1) in
downtown Silver Spring seem to be strong, higher than either the
average rent in the Silver Spring/Takoma Park market or countywide.
This is another indication of strong demand for housing in the Silver
Spring CBD.

Market Area Comparison for Residential Apartments

Market Total | Vacancy | Average

Area Units* Rate Rent
Silver Spring CBD 5,063 2.6 % $797
SS/Takoma Park# 14,764 3.9% $718
Montgomery County# | 58,031 44 % $780

* Units in projects of 25 units or more.

# Non- Subsidized Units Only.

Source: Montgomery County Department of Housing and Community Affairs,
Division of Community Affairs, /996 Rental Vacancy Report.

A detailed look at rents and vacancies in downtown Silver
Spring (see Table I1I-2) indicates that average rents are higher in high-
rise buildings for one, two, and three bedroom units. This higher rent is,
in part, a function of the higher cost for high-rise construction. It is not
explained by a higher demand for high-rise apartments since it should
also be noted that the vacancy rates are higher for units in high-rise
buildings.
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Table II-2. Downtown Housing Analysis by Apartment Size and Building Type

Unit All Downtown Units* High-Rise Units* Mid-Rise Units*

Size | Units | Vacancy | Rent | Units | Vacancy | Rent || Units | Vacancy | Rent
Effic. 777 22% $586 | 741 23 % $584 36 0.0 % $623
1BR | 2,377 29% $745 || 1,984 3.1% $747 393 1.8% $736
2BR 1,548 29% $921 957 4.0 % $952 591 1.2% $£872
3 BR 338 0.6% | $1,062 62 0.0% | $1,265 276 0.7% | $1,016
4 BR 23 0.0% | $1,148 0 0.0 % $0 23 0.0% | $1,148
Total | 5,063 26% |  $797 | 3,744 3.1% $775 ) 1,319 1.2 % $860

* Units in projects of 25 units or more. Source: Montgomery County Department of Housing and Community Affairs,
Division of Community Affairs.

f. Surrounding Residential Neighborhoods: The
neighborhoods around downtown have remained very stable and
maintained their value. Development to the north and east of
downtown consists primarily of detached single family homes, while
development to the south and west of downtown is a mix of detached
single family homes and apartments. Most of the residential areas
adjoining the CBD were built between the 1930s and 1950s.

In 1990, about 46 percent of all occupied units within 5 miles of
the CBD were renter occupied. The 1990 median housing value in this
area was $172,757 compared to the Montgomery County median
housing value of $200,764. In October, 1995, the M-NCPPC
completed an analysis of residential sales prices in the Silver Spring
planning area outside the CBD. The average sales price for existing
single family detached homes in Silver Spring increased by 31.5
percent between 1988 and 1994 ($216,699) while the average sales
price for existing single family detached homes in the County increased
by 25.5 percent during the same period ($286,407 in 1994). The lower
housing price in the Silver Spring area is a function of the size and age
of residential units compared to areas of the County to the north. The
greater average increase in value of single family homes would indicate
that demand for housing in the greater Silver Spring area remains
strong.

g. Other Market Indicators:

e New Development Slows Down: Construction of commercial
space in downtown Silver Spring since 1990 has been slower than
during the last half of the 1980s when over 2.25 million SF of new
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office was constructed. Since 1990, less than one million square
feet of commercial space has been constructed including, NOAA,
Phase III (office 426,000 SF), City Place (retail 350,000 SF),
Caldor (retail 133,290 SF). Alexander House (311 units) and
Lenox Park (406 units) were the only residential units built since
1990. '

Several proposed projects in the CBD have been inactive since
their approval by the Montgomery County Planning Board, with a
few project approvals actually expiring because they did not
proceed to construction. The projects with approvals that have
expired include the residential, office and retail project on the CSX
site (593 residential units, office 44,000 SF, and retail 6,000 SF),
the Apple Metro Plaza office project (160,000 SF), the office
development above City Place (146,000 SF), and the Sheraton
Suites at Metro (609 hotel rooms, office 15,000 SF).

Only two significant commercial projects remain in the pipeline
of approved projects. The Silver Triangle Office project (located in
the Urban Renewal Area) will include 650,000 square feet of office
and 23,514 square feet of retail space. The other large commercial
project in the pipeline, the Wayne Avenue hotel site (182 room
hotel and 3,200 SF retail) was approved over six years ago and
remains unbuilt. A small retail project of about 22,000 square feet
is currently under construction at the intersection of Colesville
Road and East-West Highway. This is a significant under
utilization of the CBD-2 zoning which would allow up to 271,000
square feet of commercial floor area.

Decline in Assessed Value and Tax Base: The Silver Spring Urban
District is a special taxing district that provides a higher level of
services in downtown Silver Spring and is close to the same
geographic area as the CBD. The tax base of the Silver Spring
Urban District is a good indicator of the assessed value of the CBD.
The tax base of the urban district increased steadily until it peaked
in Fiscal Year (FY) 1994 (October 1993 to October 1994) at nearly
$592 million in assessed value. However, the tax base declined by
more than 14 percent over the last three fiscal years and is projected
to continue its decline in FY 97 to $515 million in assessed value.
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Figure I1-2.

Silver Spring Urban District Assessed Base
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The Silver Spring Parking Lot District, which covers approximately
the same properties as the Urban District, has experienced a similar
decline in assessed tax base. If this decline in tax base continues, both
Districts will be forced to reduce services such as security, landscaping,
litter pickup, promotions and marketing, and maintenance. This would
cause the image of downtown Silver Spring to deteriorate further and
contribute to the continued decline of the largest business district in the
County.
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B. Downtown Redevelopment Issues

1.

Background

a. Sector Plan Land Use Pattern Retained: This Amended
Urban Renewal Plan maintains the basic land use pattern established in
the Silver Spring CBD Sector Plan for the core of downtown. The
portion of the downtown core closest to the Transit Center was .
identified in the Sector Plan as a more intensive employment area
produced by high-rise office projects. A strong retail sector was
identified in the Sector Plan as the missing element in downtown Silver
Spring. The area east of Georgia Avenue and Colesville Road was
historically the retail center of downtown and the Sector Plan
reaffirmed this as the appropriate area for redevelopment of a retail
center.

b. The Decline of Downtown Retailing: The primary reason
downtown areas lose their retail base is the loss of market position.
New shopping centers that are more attractive, well managed, and
highly promoted capture the market from the older downtown retail
area. Shopping center developers control the mix and quality of
tenants, as well as the total shopping environment to ensure that the
center meets the needs of the market. These retail projects are carefully
located to intercept customers on their normal shopping trip. Large
shopping centers, designed to effectively attract the retail customer,
capture a significant market share within a trade area of roughly a 20 to
30-minute drive and start the cycle of decline in downtown retail areas
that lose this market.

Eventually, it becomes more obvious that the selection and
quality of retail services in downtown are not as good as they had been.
Customers continue to find other places to shop. Downtown sales
volumes decline. Businesses move out or fail. Vacancies increase.
Businesses that hang on become marginal and fail to keep current with
the market. Rents decline. Building maintenance is deferred and the
buildings along downtown streets begin to look run-down. Property
values slip. Property tax revenues drop-off when the need for public
services to the area is at its highest level, these services may be cut-
back due to budget constraints from losses in the tax base.

The community and even local businesses may, at first, go into
denial that there is a problem. Then there is support for a superficial
quick fix that, by itself, does not address the real problem and is
ineffective. The downward cycle continues until the impact on the area
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can no longer be ignored. If an effective program to turn the area
around is not implemented in a timely manner some communities,
private investors, brokers, and business interests will write-off the area
as impossible or too expensive to fix. This cycle of decline has been
observed in CBDs across the country and is the partner that is occurring
in downtown Silver Spring.

c. A Strategic Plan for Revitalization: The approach to
revitalization must be a strategic effort to recapture the lost market or
find a new market for the retail area. This effort must identify the
opportunities (strengths) and obstacles (weaknesses) evident in the
retail area and the economic environment of the trade area, retail
industry trends. The strategy should take advantage of the
opportunities and determine how to overcome or mitigate the obstacles.
Successful revitalization usually takes a great deal of time, effort and
money from both the public and private sector.

Opportunities

a. Strong Base of Class A Office Space: Downtown Silver
Spring has a strong base of Class A office buildings. The 2.7 million
square feet of quality office space located in a compact area near the
Transit Center establishes downtown as a significant urban employment
center in the Washington region.

b. Transportation Resources and Access: In the County’s
Annual Growth Policy, the Silver Spring CBD has the highest Regional
Transit Accessibility score of any policy area in the County. This
means downtown Silver Spring has more transit resources, that
residents in downtown have better access to jobs and the jobs in
downtown are more accessible to County residents than in any other
area in the County.

e Public Transit Resources- Downtown Silver Spring has a
major Transit Center with a Metrorail Red Line station, and
the largest Metrobus and Ride-On terminal in Montgomery
County with 160 buses during the peak hour. A MARC
commuter rail station will soon be relocated from south
Silver Spring to the expanded Transit Center. The Urban
Renewal Area is across Wayne Avenue from the Transit
Center. The retail portion of the Urban Renewal Area is
only 1,200 feet from the Transit Center. There are about
50,000 trips in and out of downtown using these transit
services on an average weekday.
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Public Control of Parking Resources- The Silver Spring
Parking Lot District controls just over half of downtown’s

parking spaces. The policy of the Parking District is to
restrict the availability of long-term parking spaces to
encourage commuters to use alternative modes of
transportation to work. In addition, parking management
tactics are employed by the District to maximize parking
available to meet the needs of shoppers, diners, visitors, and
other short-term parking needs in downtown Silver Spring.

Transportation System Management District (TSMD)- The

Silver Spring Transportation System Management District
was created by the County Council to:
- reduce the demand for road capacity;
- promote traffic safety and pedestrian access;
- reduce existing and future levels of traffic
congestion; and
- reduce noise and air pollution in the Silver
Spring CBD and vicinity.

The TSMD program monitors and accesses changing
traffic  patterns and promotes transit and ridesharing
incentives programs  to increase usage on non-driver
modes of getting to work. The  Silver Spring TSMD has
been very successful with the CBD having a 37 percent
transit mode share, the highest of any policy area in the
County. Transit includes all non-auto modes of travel.

Accessibility- Downtown Silver Spring is Montgomery
County’s most accessible employment center to Capital
Hill, only 12 minutes via Metro. Downtown has a high
level of access to the Washington Baltimore Region by rail,
transit, and highway. Downtown has two exits off the 1-495
Beltway on Georgia Avenue and Colesville Road.

Local Higher Education Resources: Institutions of higher
education are a real asset to a business area offering training and
educational programs for businesses and employees and are an
important resource for a well-trained employee base. Montgomery
College has a campus adjacent to the Silver Spring CBD south on
Fenton Street. Howard University’s School of Continuing Education is
located in downtown Silver Spring. The University of Maryland is
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located to the east of Silver Spring and operates a shuttle bus service to
the Metro station in downtown Silver Spring.

d. Access to Significant Trade Areas: There are several potential
retail trade areas or markets for a redevelopment project(s) in
downtown Silver Spring. Retail projects have the ability to capture a
share of these trade areas, with a large market share of the traded areas
near the project and a smaller market share for trade areas further away.
The ability for a retail center to capture market share for its trade areas
is a function of distance, accessibility, visibility, competition, the
variety and quality of the stores and attractions in the project, and how
well they satisfy the needs and interests of the people in each trade area.

A project should be able to capture a high percentage of the
customers in the closest trade area and would expect a higher frequency
of visits from this trade area. For a larger project or a project with
high-quality specialized stores, this small, close-in trade area, or core
market, is inadequate to adequately support these stores. The level of
competition from other shopping centers in the Proximate trade area
will make it difficult to capture a very significant share of this market.
Because of the intensity and quality of the competition, the market
share that can be captured by a downtown Silver Spring retail project
should be higher in the eastern and southern areas of the Proximate
market than in the area to the west of Rock Creek.

The market share that could be captured by the redevelopment
project(s) from the Metro and the Day-Trip trade areas is likely to be
relatively small and the frequency of visits very low. However,
applying a small market share rate to the large number of people in
these trade areas would still result in these markets contributing
significant support to a redeveloped downtown if the project(s) can be
differentiated enough to attract people from these markets to visit
downtown. '

If the redeveloped and revitalized CBD is to be “Eastern
Montgomery County’s Downtown”, then it will also draw market share
from northern Prince George’s County and large areas of Washington,
DC. For the Silver Spring CBD to sustain its place as a downtown over
the long-term, it must also capture a small, but important share of the
larger trade areas while still meeting the needs of the customers from
the local trade areas to economically support the desired variety and
quality of retail stores and attractions.
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e Market Area Definitions:

— Core Market: Area within two miles of the Urban
Renewal Area is the primary trade area composed of the
local neighborhoods. Typically this size trade. area
meets the customer’s needs two or three times a week
and, in a suburban location, would be a strip center
anchored by a grocery store or drug store or a
community center typically anchored by a large discount
or value oriented retailer;

— Proximate Market: Area within eight miles of the
Urban Renewal Area, is the trade area usually served by
a power center or department store-anchored shopping
mall;

— Metro Market: The Washington, DC metropolitan

area. Defined as the Maryland and Virginia counties

that, along with the District itself, constitute the Census

Bureau’s Metropolitan Statistical Area (MSA), and

Anne Arundel and Howard Counties which are included

because of their proximity to Metro Washington and the
- Silver Spring Urban Renewal Area; and

— Day Trip Market: The geographic area from
which an automobile journey to the URA site can be
completed in about two and a half hours or less. This is
defined as a 100-mile ring around downtown Silver
Spring.

— Tourist Market: The existing base of visitors to
the Washington metro area. This is defined as the
pleasure visitors to Washington, DC and the surrounding
area.
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Figure II-3. Map of the Silver Spring Core and Proximate Market Areas
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e Demographic Profiles by Market Area:

— Population- The table below shows the change in -
population and the number of households from 1980 to a
forecast for 2000. The local markets (Core and
Proximate) are declining in population and households
while the regional markets (Metro and Day Trip)
continue to show growth in population and households.
This has important implications to future development
of retail projects in downtown which must consider
which markets offer the best potential for the long-term.

Table II-3. Population / Households

Market 1980 1990 1995 2000*
Areas Pop. HH Pop. HH Pop. HH Pop. HH
Core 87,400 36,400 89,300 37,000 88,200 36,700 87,900 36,700
Proximate | 1,060,000 420,000( 1,110,000{ 449,000 1,090,000| 445,000( 1,080,000 445,000
Metro 4,000,000 | 1,300,000 4,800,000 1,600,000 5,200,000 1,700,000| 5,500,000| 1,800,000
Day Trip 8,700,000 10,000,000 10,600,000 11,100,000
Source: American Dream Market Verification Study, December 1995, *Forecast

MRA International Inc. & The Richardson Group.

"— Household Income- The Core market has a

significant number of very wealthy households. Almost
43 percent of the households reported a 1989 annual
income above $50,000 — only about 27 percent of all
households in the United States reported this level of
income. All of the submarkets around downtown Silver
Spring are highly affluent when measured in the
aggregate and against national benchmarks.

Table II-4. Median Household Income

Market Areas 1989 1995

Core $39,618 $43,191
Proximate $42,499 $48,244
Metro $45,877 $51,166
Day Trip $38,570 $43,533
U.S. $30,056 $32,350

Source: American Dream Market Verification Study, December 1995,
MRA International Inc. & The Richardson Group.
(US data is included for comparative purposes and is not
considered a market area.)
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— Educational Attainment- The markets that could
be served by downtown Silver Spring are highly
educated. The majority of the adults in each of the
submarkets have at least some college education.
Educational attainment is critical because it is positively
correlated with disposable income, earning potential,
and likelihood to patronize education/cultural/ discovery
attractions.

Table II-5. Educational Attainment

Educational Market Areas

Attainment* Core Proximate Metro Day Trip U.S.
No H.S. Grad 15 % 17 % 16 % 21.6 % 19 %
H.S. Grad. 18 % 19 % 23 % 28.8 % 36 %
Some College 19 % 21 % 24 % 22.5% 23 %
Degree 27 % 22 % 21 % 16.2 % 22 %
Grad./Prof. Degree 22 % 22 % 15% 10.9 %

*All data are for 1990 data for persons age 25 and older.
Source: American Dream Market Verification Study, December 1995, MRA International Inc. &

The Richardson Group.
(US data is included for comparative purposes and is not considered a market area.)

— Age Profile- The local markets’ population(core
and proximate) tends to be older than the regional
market population. Children are under represented in
the local markets and all of the submarkets are below the
national distribution (21 percent) of children in the
population. There is a higher concentration of people in
their early 30s and Baby Boomer cohorts (age 30 to 54)
than in the national population. This distribution of ages
will have a significant impact on the potential tenant mix
and type of attractions that should be included in any
retail project(s) developed in the Urban Renewal Area.
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Table II-6. Age Profile

Market Areas

AGE - 1995 Core |Proximate| Metro Day Trip
Median Age 36 35.5 33.7 34.5
Profile (% of market pop.) .
Children (14 & under) 18.2 % 16.0 % 20.8 % 18.6 %
Teens (15 to 19) 4.6 % 6.0 % 6.3 % 3.0%
Generation X’ers (20 to 29) 152 % 15.8% 16.1 % 14.8 %
Early 30s 9.9 % 8.5% 9.5% 8.9%
Baby Boomers (35 to 54) 33.0% 27.4 % 31.7% 14.5%
Mature Adults (55 to 64) 6.9 % 11.8% 7.1 % 7.8 %
Senior Citizens (65 & over) 10.8 % 6.1 % 8.8% 6.7 %
Source: American Dream Market Verification Study, December 1995, MRA International Inc. & The

Richardson Group.

— Occupation- The entire Washington, DC region
has a higher concentration of employees in skilled
occupations than the national distribution of
occupations. The local market areas’ (core and

_proximate) level of skilled occupations is even higher
than in the regional market area. These skilled
occupations have a positive correlation with higher
disposable incomes and buying power.

Table II-7. Occupation

Occupations Market Areas
in 1990* Core Proximate Metro Day Trip U.S.
Population in Prof’]
& Mgmt. fields 43 % 42 % 39% 322 % 23 %
Population in
Tech./Sales 30 % 31% 33% 324 % 28 %
Total Skilled Occup. 73 % 73 % 72 % 64.6 % 51%

* Most recent year for which data are available.
Source: American Dream Market Verification Study, December 1995, MRA International Inc. & The Richardson Group.
(US data is included for comparative purposes and is not considered a market area.)
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e.

Strong Regional Economy:

Major tourist destination- Washington, DC attracts
about 19 million visitors a year. Tourism over the last
decade has remained stable and strong. Nearly 1.5 million
of these annual visitors are international. About 62 percent
(11.2 million) of the domestic visitors come to the
Washington area for pleasure and about 6.2 million come
for business.

According to a 1995 study by the Greater Washington
Research Center, the hospitality industry accounted for
about 5 percent of the region’s 1994 economy. About 18.6
percent of the dollars spent by visitors to the Washington
area are for retail goods. About two-thirds of the total retail
expenditures of $904.3 million are spent by visitors in the
suburbs around Washington.

Figure II-4. Annual Visitors to Washington, DC
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Federal Government Underpins Local Economic Base-
The largest employer in the Washington Metro Area is the

Federal government employing in 1990 almost 15 percent of
the employed residents in the region. This is compared to
less than 5 percent employed by government (including state
and local) in the entire U.S. To provide work places for the
Federal employees in the Washington Metro Area, the
Federal government currently owns about 40 million square
feet of office space and leases another 33 million square feet
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for a total of 73 million square feet of office space
controlled by the government.

In Montgomery County there are currently 55,155 jobs
located in Federal facilities and agencies. This is nearly 12
percent of the total at-place employment in the County. In
the 1994 Census Update, 26.3 percent of the residents of
Montgomery County were employed by government
(including state and local government). The bulk of these
residents were employed by the Federal government.

While this high level of government employment in the
region has a very stabilizing effect on the local economy,
economic diversification and government downsizing are
reducing this impact, making the regional economy more
subject to the business cycles of the national economy.
Economic expansion in the region has been driven by
expansion of the Federal government. It is likely that
downsizing of the Federal government will continue or
growth of the government will, at least, be more flat. Future
expansion of the regional economy will need to be
generated through other sectors of the economy.

Diversification of Regional Economy- While the
regional economy has been dominated by the activities of

the Federal Government, the economy is becoming more
diversified and should continue this process as the Federal
Government continues to be downsized. In fact, the
downsizing process should actually stimulate the
diversification process further as the skilled labor force
moves into other economic activities like consulting
services, research and high-tech development. Future
economic diversification should be most apparent in the
expansion of:

— Corporate Headquarters;

— Medical and Bio-tech Research;

— Warehousing; and

— High-tech and Communications.

Montgomery County and downtown Silver Spring

already have a significant economic base in these potential
areas of economic growth.
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Very Strong Retail Market- The affluence of the
Washington, DC MSA is indicated by a very high median
Effective Buying Income (EBI) per household. EBlisan -
analog for disposable income and purchasing power. Based
on EBI analysis the Washington region is ranked as the
ninth strongest market in the nation.

f. Active Community Involvement: One of Silver Spring’s
greatest assets is its community activism. The community is well
organized based on arenas of interests such as the Greater Silver Spring
Chamber of Commerce, local school PTAs, Friends of the Silver
Theater, Citizens for Sensible Development, 4R (a redevelopment
support group), Gateway Coalition, and active Scouting programs. The
surrounding neighborhoods are also very well organized in civic
associations that take on local issues, communicate news and
information through newsletters, and organize social and community
events. There are at least 55 neighborhood civic associations in the
greater Silver Spring area, many organized under umbrella associations.

g. County Participation in Redevelopment:

Land Acquisition and Site Assembly- The County has
acquired or controls virtually all of Part I (the retail portion)

of the original Urban Renewal Area of 14 acres, and of the
area being considered for expansion. The County is
currently working with the Maryland Department of
Environment to assure the site is environmentally acceptable
for redevelopment.

Financial Participation- The County has budgeted $38
million and the State of Maryland has allocated $15 million
toward the redevelopment of the Urban Renewal Area for
land acquisition, relocation, demolition, and historic
preservation. The County Executive has indicated the
County will participate in a public/private redevelopment
project through tax incentives and would consider other
financial incentives.

Comprehensive Downtown Revitalization Effort- As
described in a previous section of this Plan, the County has

established a variety of programs and incentives to
encourage the revitalization of downtown Silver Spring.
The implementation of the Urban Renewal Plan will be
coordinated with this downtown revitalization effort to

11-23



maximize the positive economic spillover from the Urban
Renewal project(s) while strengthening the areas
surrounding the projects.

Public Commitment to Expedite the Redevelopment
Process- The Silver Spring Redevelopment Advisory Board

expressed concern over the timing of the planning and
approval process and in its Final Report to the County
Executive recommended: “The County should expedite
planning and development approval processes while
retaining essential regulatory controls and ample
opportunity for public comment.”

The County Executive has accepted this
recommendation and has directed Executive Departments to
facilitate and expedite any review, as appropriate, including
any permitting process while ensuring that any development
project complies with all County requirements and
regulations.

This Plan recommends that the appropriate County
Codes be amended to allow the project plan, subdivision plan,
and site plan for redevelopment projects to be submitted to the
Planning Board for review and approval as a single
“comprehensive development plan”.

Silver Spring Parking Lot District (PLD) was
established to provide an extensive public parking system to
serve the Silver Spring CBD. The County’s management of
the supply, operation, and parking charges ensures that the
system is responsive to the needs of the visitors, employees,
employers and businesses, both existing and new, in
downtown Silver Spring. The Silver Spring PLD is a self-

- supporting enterprise fund, and all parking revenues
collected within the District must stay in the District. The
PLD also uses property taxes paid on properties that do not
meet the parking requirements in the County Zoning
Ordinance. The PLD is managed, and the parking facilities
are located to complement privately owned facilities, not to
compete with them. The County is currently reviewing the
PLD payment and pricing programs and considering
implementation of programs in the CBD which would help
promote the economic growth of downtown Silver Spring
without adversely effecting the revenues dedicated to the
Silver Spring PLD.
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3. Obstacles

Obstacles to redevelopment should be viewed as hurdles to be
overcome, not barriers that can stop the effort to improve the economic success
of downtown. Some factors such as location can not be changed but must be
part of the consideration of what strategies can be effective and what markets
can be attracted to downtown.

a. Image — Perception Vs Reality

. Urban Center in a Suburb- Silver Spring is an “edge
city”, one of the first to develop in the Washington Metro
Region. While the commercial core of Silver Spring has
most of the urban amenities and characteristics of a
downtown, the residential neighborhoods within blocks of
Georgia Avenue and Colesville Road are made up of well
maintained, stable single family homes or low-rise
apartments that are very suburban in character. There is a
real dichotomy of perspective — urban vs. suburban — that
makes it difficult to develop a consensus on how to
redevelop the core of downtown. Continued community
participation in the process will give the community the
opportunity to evaluate the redevelopment concepts for
downtown Silver Spring.

. Lack of Amenities and Services- The perception of
downtown Silver Spring is that it lacks the amenities and
services to meet the needs of the market. “What we really
need is a hardware store or good book store or coffee shop.”
“Downtown needs more interesting, quality restaurants”
The reality is that downtown has or did have many of these
desired businesses which indicates the need for a stronger
marketing and promotion effort of the businesses and
downtown as a shopping area. It is also very important that
redevelopment in the Urban Renewal Area not simply
capture the market that is already coming to downtown.
This would have a sever impact on the local serving
businesses that are already in downtown.

° Building Obsolescence and Physical Condition- There
are a significant number of older buildings in downtown

Silver Spring. About 40 percent of the office buildings in
the CBD were constructed before 1970. Many of these
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buildings are functionally obsolete due to poor locations
based on changes in the market, outdated electrical,
mechanical, and communication systems, inadequate ceiling
heights, poor layout, size and configuration of the floor
plate, and lack of amenities that are expected in today’s
market. There are five high-rise office buildings in
downtown that are 100 percent vacant.

Some retail buildings lack adequate access to parking or
the available parking is not easily identified by visitor to
downtown. This is a real concern for retail businesses.
Many of the buildings have obsolete electrical and
mechanical systems, poor loading and service areas, and the
exterior style of the building looks dated. Empty retail store
fronts are very visible to the public because of the large
plate glass show windows. Much of the retail space in the
first floor of office buildings lacks visibility limiting its
access to a greater market. The bulk of the retail space in
downtown is in small individual buildings that limit the
flexibility for the layout of the retail businesses and
constrain the ability for them to expand. In the current retail
market, retail space in small buildings is difficult to lease
because the market is dominated by larger retailers.

Locational Constraints

Not on the Strongest Corridors - Downtown Silver
Spring is not located on the strongest corridors for a
commercial center.

- Regionally, I-95 is the primary route for tourists
traveling by automobile from the major cities along the
eastern seaboard to the warmer climates and tourist
attractions to the south. Downtown Silver Spring is located
to the west of the I-95 corridor requiring a higher level of
marketing effort and more critical mass of attractions to get
the traveling public to detour off I-95 to Silver Spring.

- At the local level, downtown Silver Spring is located on
the Georgia Avenue corridor rather than the more
prestigious Wisconsin/ Connecticut Avenue corridors to the
west. The Georgia Avenue corridor extending south into
Washington, DC, has been identified as an urban
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commercial area in decline. Passing through this area of
Washington to enter downtown Silver Spring will be seen as
a negative factor until this corridor is revitalized. The
revitalization of Silver Spring could help start the process to
the south along the Georgia Avenue corridor in the District
of Columbia. Efforts should be made to work with the
District government and encourage improvements to the
neighboring commercial area to the south of Silver Spring.

Geographic Barriers

- Rock Creek Park- There is significant competition to the
west of downtown Silver Spring in the form of White Flint
Mall, Montgomery Mall and Chevy Chase Pavilion. The
presence of these centers and the perceptions of downtown
Silver Spring serve to make Rock Creek Park a barrier for
local retail traffic making it difficult to attract retail
shoppers west of the park. This was recently confirmed by
consumer research surveys conducted by Kissel Consulting
for City Place and Silver Spring.

- Potomac River- On a more regional level, the level of
high quality shopping in Tysons Corner Center and The
Galleria at Tysons II make the Potomac River a significant
barrier to retail traffic that could be attracted from Northern
Virginia, the most affluent area in the Metro market. To
compete at a regional level for the trade area across the
Potomac River, a retail project in Silver Spring would have
to provide unique, high quality shopping and attractions.

CBD Retail Too Spread OQut- At 360 acres (including
rights-of-way), downtown Silver Spring is a very large
commercial area. Retail is spread over much of this area
with no sense of organization or clustering of specific retail
uses like the restaurant district in downtown Bethesda’s
Woodmont Triangle area.

With retail and service businesses covering such a large
area, it is difficult for customers to find specific small
businesses and to remember where they are located. A new
small business easily becomes lost among the other
businesses and signs and other activities in downtown, all
competing for attention. Even long time residents talk of
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“discovering” a business that has gone unnoticed after being
in operation for years in the same location.

Creating districts with distinct identities will help
visitors to downtown find their way around and locate the
businesses they need. Way finding, information kiosks and
business directories would help. Visual landmarks, nodes of
activities or clusters of similar businesses could give a sense
of organization to the retail areas in downtown Silver
Spring. The County’s Department of Housing and
Community Affairs has ongoing projects to help create an
identity and a sense of place for two districts in downtown,
Fenton Street Village and South Silver Spring. Enhanced
marketing programs would help create visibility and identity
for areas of downtown and the businesses there.

Economic Constraints

. Intense Retail Competition- Downtown Silver Spring is
in a very competitive market. There are ten malls/ major
shopping centers (totaling about 5.5 million square feet of
gross leasable area-GLA) located within eight miles of the
Urban Renewal Area. Beyond the eight-mile ring, the
competition is less dense, but remains very substantial with
another 11 centers (about 11.5 million square feet of GLA)
between the 8 to 20-mile ring. Any retail project in the
Urban Renewal Area must have the critical mass and
differentiation to compete in the market.

. Declining Office Population- The office vacancy rate in
downtown Silver Spring was 37 percent in July, 1996. If
the vacant post-1981 office space were filled it could
potentially be as many as 2,750 additional employees in
downtown. There were an estimated 18,500 employees
working in downtown Silver Spring in 1995. This number
has likely declined based on the current office vacancies.
However, as the office market turns around, this level of
employees should increase again.

. Fragmented Property Ownership- The fragmented
pattern of property ownership in small parcels makes it very

difficult for the private sector to redevelop any significant
area of downtown Silver Spring. The CBD zoning applied
to most of downtown requires a parcel of at least 22,000
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square feet to be eligible to submit under Optional Method
Development. This would allow the project a 100 percent
density bonus under certain conditions. Assembling
property can be difficult in a private project, thwarted by a
single hold out. This can be a particular problem for retail
development that is functionally limited from going higher
than three to four levels and often must accommodate large
footprint uses as anchors.

. Recapturing the Market- Retail project(s) in the core
area of downtown must have the critical mass and be
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